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N the nine long years since Congress last voted to raise the minimum

wage, minimum wage families have faced an increasingly difficult

struggle for survival. While our nation’s slow emergence from the

Bush recession has forced many working families to tighten their

belts, minimum wage workers have fared even worse. By comparing

trends in Congressional pay, Presidential pay, the cost of living,
average wages, and executive compensation, this report shows that — by
any measure — our nation’s lowest paid workers have fallen behind the
rest of the country, and Congress must raise the minimum wage to give
minimum wage families their fair share.
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Figure 1 Source: Calculations based on Congressional Research Service, Bureau of Labor Statistics, and Mercer Human Resources Consulting CEO Compensation Survey.
Note: Increases are not adjusted for inflation. CEO Pay is measured as expected total direct compensation, including salaries, bonuses, options, incentive awards, and benefits.

Working Americans in the Bush Economy



Working families are increasingly anxious about the state of the
economy. More than half of Americans disapprove of how the President
is handling economic issues,' and 66% say our nation is on the wrong
track.?

These findings are hardly surprising. Americans are working harder
than ever, but they are not reaping the benefits of their hard work. While
productivity has increased by 18% since Bush took office, average wages
for working families are stagnant,® and the minimum wage remains stuck
at just $5.15 an hour. See Figure 2. And while corporate profits have
grown by 92% under Bush, * workers — particularly minimum wage
workers — are not getting their fair share of the profits their hard work is
creating. See Figure 3.
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Corporations Profit, Workers Lose
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Figure 3 Source: Bureau of Economic Analysis, National Income and Product Accounts; Bureau of Labor Statistics.

All of the gains of the Bush economy are going to those at the very
top of the economic ladder. For the first time in at least 65 years, more
than 40% of our nation’s total income is going to the wealthiest 10% of the
country, while more than 16% of total income goes to the top 1% of
earners.’

Nowhere is this gap between the haves and the have-nots more
evident than in the fate of minimum wage workers. In the nine years since
Congress last raised the minimum wage, the wealthiest 1% percent have
seen their earnings increase by 16% in real dollars,® while the real value of
the minimum wage has declined by 21%. Minimum wage earners work as
hard as anyone else — and often harder. But the minimum wage they
receive doesn’t cover their bills, and every day they fall farther and
farther behind.

A Fair Share for Minimum Wage Families



If we're serious about putting our economy back on the right track,
we must start by guaranteeing that those who work hard are getting their
fair share. We cannot recover from a recession on the backs of our
nation’s most vulnerable workers.

One of the primary reasons that lawmakers enacted the first federal
minimum wage in 1938 was to prevent the exploitation of low wage
workers. As the nation was rising out of the Great Depression, those in
the highest income brackets were experiencing a rapid return to
prosperity, while millions of Americans were still suffering in extreme
poverty.” There was growing concern that employers were abusing
desperate low-wage workers,® and that the extreme inequalities in the
distribution of national income would hamper economic growth.” So
lawmakers passed the first minimum wage law to establish a wage floor
that would enable workers at the very bottom rung of the economic
ladder to share in the gains of the national economy.

Unfortunately, far too many in Congress today have abandoned
these principles, refusing to raise the wage floor and allow minimum wage
workers to participate in our economic recovery. While lawmakers have
increased their own salaries in the face of rising prices, minimum wage
earners have seen the purchasing power of $5.15 an hour plummet
rapidly. And while skyrocketing executive pay and generous tax cuts for
the wealthy have allowed the top wage earners to prosper, minimum
wage workers have not seen another dime in their paychecks.

Raising the wages of the lowest paid workers is a vital first step to
close this widening gap. Senator Kennedy’s bill, the Fair Minimum Wage
Act, would raise the minimum wage to $7.25 an hour in three steps over
the next two years. This increase would directly benefit 6.6 million
workers, and indirectly benefit 8.3 million more."” It would give a family
with one minimum wage earner another $4,400 a year to spend on
education, child care, paying the rent, or just putting food on the table.

This increase would make a real difference in the lives of working
families across the country. And it would give a long-overdue raise to the
people whose hard work has helped our economy prosper.



The Minimum Wage and Congressional Pay

In 1986, Congress enacted a law providing for automatic yearly
increases in Congressional salaries to reflect changes in the cost of living.
As Senator Rick Santorum has explained, Members of Congress believe
these salary increases are vital so that lawmakers will not “fall behind in
purchasing power.”"" As a result of these automatic increases, in the nine
years since the last minimum wage hike, the salaries of members of
Congress has increased eight times, totaling more than $31,000 — almost
three times what a minimum wage worker makes in a year. See Figure 4.
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Figure 4 Source: Congressional Research Service

The salary of a Member of Congress is now $165,200." In June of
2006, the House of Representatives approved another Congressional pay
increase for 2007." If the Senate also approves this automatic increase,
Congressional pay will rise by another $3,300 next year, to a total of
$168,500.



Yet, while Congress has voted itself eight pay increases in the last
nine years, the Senate has also voted down proposals to raise the
minimum wage eight times in those same nine years.'"* Indeed, last
October Senate Republicans voted down Senator Kennedy’s amendment
to increase the minimum wage on the very same bill where they approved
their own pay increase."

If raising Congressional salaries is, in the words of Speaker Hastert,
“the decent thing to do” to allow lawmakers to “provide for their
families,” ' raising the minimum wage after nine long years of inaction must
also be the decent thing to do for minimum wage families who are
working hard but still living in poverty.

* Members of Congress have received eight pay increases in
the last nine years, totaling more than $31,000.

* Congressional pay has increased by 24% since the last
minimum wage increase."’

* This year, Congress is poised to give itself another $3,300
raise.




The Minimum Wage and Presidential Pay

Congress approved legislation in 2000 to double the President’s
annual salary from $200,000 to $400,000, effective January 20, 2001. This
jump, like the automatic Congressional pay increase, was deemed “a case
of simple equity” to allow the President’s salary to keep pace with
inflation.” However, while President Bush has benefited from Congress’s
recognition that the salaries of public officials must keep pace with
inflation, the White House has not shown the same consideration for
minimum wage workers.

President Bush supports a proposal that would give states the ability
to “opt out” of the federal minimum wage.” This proposal is a backdoor
repeal of the minimum wage, as the federal minimum would no longer be
the wage floor for the nation’s workforce. It violates the basic principle,
which we have stood by for almost seventy years, that working men and
women are entitled to a fair minimum wage. Allowing states to opt out of
the minimum wage would also fuel a dangerous “race to the bottom”
among states, guaranteeing that even greater numbers of low-income
workers will have to live in poverty.

In addition, the Administration has consistently refused to support a
fair increase in the minimum wage that would bring working families out
of poverty. Though White House press secretary Scott McClellan has
stated that President Bush "believes that we should look at having a
reasonable increase in the minimum wage,”** the $1.10 increase that the
President supports is insufficient to allow minimum wage workers” wages
to keep pace with inflation.”> With such a paltry increase, the minimum
wage will continue to lose value, and minimum wage workers will continue
to fall behind the rest of the nation.

Instead of shortchanging our nation’s most vulnerable workers, we
need to help these workers rise out of the Bush recession by providing a
fair increase in the minimum wage.

* Presidential pay has increased by 100% since 1997, while the
minimum wage hasn’t been ralsed by one cent.




* If the minimum wage had increased at the same rate as
Presidential pay, the minimum wage would be $10.30 per
hour today.




The Minimum Wage and the Cost of Living

The cost of living has increased significantly since the last minimum
wage increase. Prices for essentials such as gas, health care, and housing
have risen dramatically, particularly under the Bush Administration.
Today, almost two thirds of Americans are worried about prices rising
faster than their income.*

The circumstances are even more dire for minimum wage workers,
whose paltry wages do not allow them to afford even basic needs of life.

Gas Prices

Since President Bush took office, the cost of filling a tank with gas
has soared to unprecedented heights. In all 50 states and the District of
Columbia, minimum wage earners must work for more than a day just to
make enough money to fill a tank of gas, and in 14 states minimum wage
earners must work a day and a half to earn enough to pay for the gas to
drive to work.”
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The Cost of Gas is Skyrocketing
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Figure 5 Source: U.S. Energy Information Administration.

Health Care

Health-care costs have also increased dramatically over the past few
years. While even middle and upper class families are struggling to
absorb those costs, those earning the minimum wage are being left behind
entirely.

Most of these workers do not receive any health care from their
employers. Only about 30% of workers who earn less than $10,000 a
year have employee-sponsored health care.*

In 2005, the average cost of health care for a family of four rose to
$10,880.> A full-time year-round minimum wage worker only makes
$10,700 pre-tax for the entire year. The minimum wage is so low that
minimum wage workers simply cannot afford to obtain health care.
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Health Care Costs More than a Minimum
Wage Worker Earns in a Year
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Figure 6 Source: Kaiser Family Foundation, 2005.

Housing

Workers earning the minimum wage do not earn enough to pay for
adequate housing. A person working 40 hours a week and earning $5.15
an hour cannot afford a modest two bedroom apartment in any state in
the country.? Indeed, eighty percent of renters live in counties where a
minimum wage worker would have to work 80 or more hours per week
to afford a two-bedroom apartment—the equivalent of two full-time
jobs.”

College Tuition

In today’s economy, too many minimum wage workers are being
shut out of the American Dream, stuck in low wage jobs for years without
the opportunity to advance.”® More than a third of minimum wage
earners from ages 25 to 54 will still be earning the minimum wage three
years later.”
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While education is the primary path to bring workers out of poverty
in the global economy, the costs of college are rising rapidly. Tuition at
public four-year colleges is up 45 percent since Bush took office, while
two-year college tuition is up 36% and private college tuition is up 22%.
See Figure 8. Without an increase in the minimum wage, our lowest-paid
workers can’t get ahead because they can’t afford the degrees they need.

College Tuition Has Increased Rapidly
in the Bush Economy
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Figure 8 Source: The College Board, Annual Survey of Colleges.

Minimum Wage Workers Are Being Squeezed in Every Direction

The rising cost of living has forced minimum wage workers into
desperate circumstances. No matter how hard they work, minimum wage
workers are forced to make impossible choices—between paying the rent
and buying groceries, or between paying the heating bill and buying
diapers.

We must raise the minimum wage now to ensure that workers can
afford to meet their most basic needs — a roof over their head, gas for
their car, health care when they’re sick, and an education for their future.

* The cost of living has increased by 25% since the last

minimum wage increase.”

* While the minimum wage has remamed unchanged, the cost
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The Minimum Wage and Average Wages

Historically, the minimum wage has been maintained at a level
equivalent to about one-half of average hourly earnings. Underlying this
relationship has been the fundamental principle that minimum wage
earners should share in any increase in the nation’s standard of living.
However, in recent years, Congress has abandoned this principle
altogether, allowing the minimum wage worker to fall farther and farther
behind the average American.

The Minimum Wage Is at Its Lowest Level
Compared to Average Wages
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Figure 9 Source: Calculations based on Bureau of Labor Statistics data.

Today’s minimum of $5.15 represents only about 31 percent of
average hourly earnings.** The minimum wage is now at the lowest level
it has ever been compared to average wages.

A fair increase in the minimum wage would help bring the lowest
workers’ wages back in line with the performance of the nation’s
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economy, giving these workers their fair share of the economic gains their
hard work produces.

* Average wages have increased by 32% since the last
minimum wage increase.”

* The minimum wage would be $8.35 per hour today if
the minimum wage were to return to its historical level
of 50% of average wages.*
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The Minimum Wage and CEO Pay

The top-earning executives in the country are faring far better than
minimum wage workers in the Bush economy. While more and more
working Americans are feeling the squeeze of rising costs, chief executives
have been immune from these pressures. Last year alone, the average

total pay for chief executives rose by more than 27 percent.®

CEOs Now Make 821 Times More Than A
Minimum Wage Worker
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Figure 10 Source: Economic Policy Institute analysis of Mercer CEO Compensation Survey . Compsenation includes salaries, bonuses, options, incentive awards, and benefits.

CEO salaries are even more excessive when compared to the salaries
of the lowest wage workers in the companies that they run. CEO
compensation has increased by 73% since 1997, while minimum wage
workers haven’t seen another penny in their paychecks. As a result of
these rising disparities, an average CEO now earns more before lunchtime
on the very first day of work in the year than a minimum wage worker
earns working full time, all year long.>

* CEO compensation has 1ncreased by 73% since the last
minimum wage increase.’

* If the minimum wage had increased at the same rate as CEO
pay, it would be $8.91 per hour.
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